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Behind such arguments lurks a contest over national interests. Some Germans suspect the 
French of trying to burden the ECB to the point where it will supervise nothing at all. The 
French and others think Germany is trying to exclude most of its banks from new rules. The 
French financial system boasts a few large banks that will inevitably be subject to central 
supervision, whereas much of Germany’s is a collection of countless small (and often sickly) 
regional lenders that are politically powerful. 
 
The differences are not as deep as they appear. In practice the ECB would rely heavily on 
national supervisors for its day-to-day work. By focusing on, say, the 200 largest banks it 
would have oversight of more than 90% of the euro zone’s banking industry. The minnows can 
be left to national authorities. The real question is over where power will ultimately lie: will the 
ECB be able to probe any bank? And will it have sole authority to issue or withdraw banking 
licences? 
 
To make a banking union work, the euro zone will have to create more than just a central 
supervisor. It also needs a central resolution authority to restructure or wind up failed banks (if 
necessary by bailing in creditors). This should have access to joint resolution funds and deposit 
guarantees (financed at least in part by the industry itself) and some kind of a European fiscal 
backstop. Brussels would like one day to create something akin to America’s Federal Deposit 
Insurance Corporation (FDIC). 
 
But for now the commission will propose only a central supervisor. Eurocrats say they first 
want all 27 members of the European Union to adopt the same procedures for bank resolution 
and deposit guarantees (with arrangements for cross-border co-operation). The schemes of 
the 17 euro-zone members could merge later on. Yet the danger is that the euro zone will end 
up with a messy system in which the ECB can cut off a bank while leaving national authorities 
to argue over the bill. 
 
Another problem is reconciling the nascent banking union with the EU’s ten non-euro 
members. Britain, which has Europe’s biggest financial industry, says it wants the euro zone to 
integrate, but fears others will gang up against it. The voting methods in the European Banking 
Authority, a regulatory agency based in London, for instance, will have to be adjusted so that 
the 17 members of the euro zone do not have an automatic majority against the ten others. 
For other “outs” the main fear is exclusion. Non-euro countries will be allowed somehow to 
participate in the supervisory system, though it is hard to see the ECB being able to watch 
over banks across multiple currency zones or give a meaningful voice to non-ECB members in 
its councils. 
 
Too European to fail 
 
The euro zone was woefully late in trying to stabilise its banks and ensure that taxpayers do 
not have to pay when they fail. Moreover, it is unlikely ever to create a regulatory system like 
America’s which allows the FDIC, for instance, to wind up a bank in a weekend. Banks in 
Europe tend to be larger as a share of national GDP than those in America, and European 
companies rely more on banks than American ones. More important, in a corporatist political 
culture, small banks are often tools of political patronage and big ones are treated as national 
champions. For a long time to come, European bankers will abide by the dictum of the elder Mr 
Dawes, the crotchety banker in “Mary Poppins”: “When fall the banks of England, England 
falls!” 
 
Fonte: The Economist, London, v. 404, n. 8801, p. 53, Sept. 8th – 14th 2012. 
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